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TO THE PRESENT 


Sogepet secured, in August 1962, the first federal 
oil/gas exploratory permits ever filed in the Hudson Bay 
region. Much exploration has been carried out in that region 
since that date. ; yy 


Two years after Sogepet’s ground geological reconnais- 
sance had started and the drilling on the Manitoba coast-line 
of its first slim hole well was announced, many other 
companies were attracted to the area. By 1970 forty-five 
oil industry groups held permits covering 114 million acres. 
Sogepet was the initiator in four and a member in five groups 
controlling permits covering 73 million acres in which it 
held a net 7.6 million acres. 


During the past ten year period, the active companies 
in the region are estimated to have spent $12 million in 
exploration and various government agencies, mainly federal, 
have spent an additional estimated $2 million. 


The work included extensive and intensive aeromagnetic 
surveys covering the entire region, extensive ground and 
helicopter geological reconnaissance studies, an estimated 
10,000 line miles of marine seismic surveying, two seasons of 
mini-submersible sea bottom studies (over 3,600 miles of 
track during 1970 alone), the drilling of nine land-based slim 
hole wells, and one attempt in 1969 to drill a major off-shore 
well, the Hudson Walrus, which was suspended before 
completion because of storm damage. Two of the wells 
provided evidence of hydrocarbons. 


This work has produced technical encouragement for 
some of the more aggressive industry groups. One of these,  {f 
the Arco Group which includes Sogepet, proposes tospend {i 
$10 million during 1973 and probably the same again in 
1974, drilling several major off-shore structures. 


Possibilities other than those of prime interest — the 
Devonian and Silurian carbonates — are believed present. 
Sections of interest in the off-shore Basin fall in the 5,000 to 
10,000 foot thickness range. 


The structures of drilling interest are large; the structure 
on which the uncompleted Walrus well was started measures 
40 miles by 15 miles with closure at the mid-section in the 
order of 1,000 feet. A variety of structure types is present, 
as One might expect in an area of this size, The main 
Hudson Bay Basin is as large as the European North Sea 
and Baltic Sea combined. 


We, who have been encouraged to explore in the region 
for the past ten years, believe it will prove rewarding. 
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Directors’ Annual Report, 1972 


To THE SHAREHOLDERS OF SOGEPET LIMITED:— 


Principal activity during the period under review was directed to the Hudson and James Bay regions 
of Canada. Also completed was a ten month technical evaluation study of a portion of the Appalachian region 
of northeastern U.S.A. 


The Arco Group activities were dominated by engineering preparations for the proposed 1973 well drilling 
program of the Hudson Bay off-shore. Construction delays of the drilling rig planned for this work are a cause 
of continuing concern, particularly in view of the short 90-day “open water” drilling season. 


The Petcal Group (formerly called Texas Gulf Group) was involuntarily inactive during the period 
since practically all of this Group’s acreage remains under a Federal Government work suspension order. 


The Aquitaine Group’s Hudson Bay Lowlands acreage received no attention during the period. This 
acreage requires additional marine seismic surveying to link the Kaskattama well and the far off-shore Arco 
survey which adjoins this acreage to the north. Such seismic services were not available in Hudson Bay during 
1972: 


The Aquitaine Group’s James Bay Lowlands acreage received attention during the period. Aero- 
magnetic, seismic and gravimetric surveying were done. The Aquit-Hambly No. 1 well was completed in late 
February 1973, on the Corporation’s south block of permits. Well results added usefully to our geological 
knowledge of the southern portion of the James Bay Basin and should encourage more drilling on that acreage. 


In February 1973, Texas Gulf Inc. assigned to the Corporation its 16.2% interest in both James Bay 
Lowlands blocks in exchange for a gross over-riding royalty position in the same acreage. 


The Banner Group has surrendered its off-shore acreage and has been wound up. 


The Appalachian study is a joint project with Cigol International Ltd., Alminex Limited, Sabre 
Petroleums Limited and Seis-Ex Geophysical Ltd.; the last-named serving as Operator as well as a group 
participant. This study has reached a point where land acquisition, exploration and the drilling of probably 
three wells is proposed for 1973-4. Your Corporation has elected, with some of the above associates, to 
proceed with the recommended 1973-4 stage of this project, acquiring a 20 to 25% interest in the joint venture. 


During the period several of the Groups with which we are associated, voluntarily and involuntarily, 
surrendered acreage held under Federal and Provincial regulations existing or under formulation. A revised 
table of “Acreage Holdings” accompanies this report and summarizes the actions taken in this regard. In one 
area of Hudson Bay an additional 1.9 million off-shore acres were applied for in which your Corporation would 
be a one-third participant. We are advised that these permits will be granted after the Corporation’s acceptance 
of new federal regulations under formulation. 


It is a pleasure to record our continuing appreciation to our several Group Operators and in particular 
to the Consumers’ Gas Company for its financial sponsorship and contribution to the direction of our 
Corporation’s affairs. Our thanks are also due to R. D. Johnson, Consulting Geologist and Calgary Office 
Manager, for his able contribution towards our several joint programs during the year. 


On behalf of the Board of Directors, 


FRANC. R. JOUBIN, 
President. 


February 28, 1973. 


SOGEPET LIMITED 


AUDITORS’ REPORT 


To the Shareholders of 
Sogepet Limited 


We have examined the balance sheet of Sogepet Limited as at 
December 31, 1972 and the statements of deferred exploration and 
administrative expenditures and source and application of funds for 
the year then ended. Our examination included a general review of 
the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion, these financial statements present fairly the 
financial position of the Company as at December 31, 1972 and its 
activities and the source and application of its funds for the year then 
ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


LAVENTHOL KREKSTEIN HORWATH & HORWATH 
Chartered Accountants. 


Toronto, Ontario, 
February 22,, 1973. 


SOGEPET 


(Incorporated under the law 


Balance 
ASSETS 
December 31, 
1972 1971 
CURRENT: 
Cashin). 248s 2» moat oth utile 5 toes ase ere ee eee ee oy VLLOyset 105883 
Deposit ‘Teceipts: = +1 aos ees aera oe ee 524,200 483,050 
Accrued taterest: <0). ~..2 1) Suens va We + ae eee eee 8,300 VEER 
Accounts*recéivable-. . 4... 22. eres fe ee ee ee eee pra eyl| 17,246 
552,334 518,954 
Work deposits on petroleum and natural gas exploratory permits (Note 1) 70,588 1297155 
Deposit on application for: permits (NOtS 2) gn oie ee ee 42,833 — 


CAPITAL ASSETS: 

Interest in petroleum and natural gas exploratory permits, at cost 
CNOCE 3) a sie See aed Be ne, gen ee rt ine eee 55,413 52,485 
Deferred exploration and administrative expenditures .............. 1,302,754 1,165,041 
358,167 9) 1287320 

Less net proceeds from sale of interest in petroleum and natural gas 
exploratory) permits: oon. eee te ee eee ee 317,500 317,500 
1,040,667 900,026 


Organization and stock exchange listing expenses ..................... 21852 20,294 


$1,728,274 $1,568,427 


AMITED 


the Province of Ontario) 


heet 


LIABILITIES 
December 31, 


1972 1971 
CURRENT: 
ACcoumtss Payable sepwee es Le ee eer een $ 1250) (Soe 207133 
Expenses incurred by The Consumers’ Gas Company for which Company’s 
Shares are to be.assued (INote*4))) 22 4.20....+ 66... Ane e pees os 269,150 109,280 
SHAREHOLDERS’ EQUITY 
CAPITAL (Note 5): 
Authorized: 
5,000,000 Common shares, without par value 
Issued: 
1,491,303 Common shares (1,472,303 shares at December 31, 
1 Tia) det: op sis hee ee et nd a en” eee ean, 1,544,938 1,525,478 
DEFICIT ..... Oh ae RT ts Mens ts a eee ea 87,064 87,064 


1,457,874 1,438,414 


Approved on behalf of the Board of Directors: 
FRANC. R. JOUBIN (Director). 


WILLIAM F. MITCHELL (Director). 


S15728.274) °$1°568.427 


See accompanying notes. 


SOGEPET LIMITED 


DEFERRED EXPLORATION AND ADMINISTRATIVE EXPENDITURES 


Year Ended 
December 31, 
1972 1971 
EXPLORATION EXPENDITURES: 
Hudson and James Bay, Area: 
Exploratory well drilling and related costs .................. $ 187,139 $ 254,863 
Geophysical and’ seological’surveys). .... 7.006. eee 259,092 1,094,700 
Group: exploration, €xpenditures’ . 7... 445 cate ee ee 446,231 1,349,563 
Léss other “participants -Share see seo en ee 359,814 1,192,024 
Company's:share- of expenditures. ©... = 86,417 Nei esi) 
Engineering and geological services 472 (yea pe ea eee 28,836 25,690 
Government feessand taxes: 2.755. un~ ee oe eee 5,243 3,698 
Telephone andotelegraph’ sar ae eee ee 2,124 2,148 
Travel, 20045) c2 vere ee ee eee 2,396 — 
Miscellaneous: 62.027, .c.acsee olen eee ae ee aS 534 
L523! 189,609 
Other area: 
Investigation of oil and gas prospects, in progress ............ 9,000 — 
Total exploration expenditutes,. .5. 200 shee eae er ee ee 134,231 189,609 


Administrative expenditures, per schedulew a, 4.7.40 se eee 37,423 48,550 


171,654 238,159 


Interest INCOMe. («hfe ecce = oe a ee ee ee ee (33,941) C2224) 
Total expenditures’ for they year, -:.nisky cre tem verte ee a eee 137,713 215,842 
Balance! deferred ‘at ‘beginning (of years)... 5 oe ee 1,165,041 949,199 
Balance: deferred:atend of year.) 3. | Adio. 2 ee $1,302,754 $1,165,041 


SUMMARY OF DEFERRED EXPENDITURES: 


Exploration, 138.05 08.ce 4 sade ey ee et ee $1,213,096 $1,078,865 
Administrative, net of interest income ......................... 89,658 86,176 


$1,302,754 $1,165,041 


SOGEPET LIMITED 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year Ended 
December 31, 
1972 1971 
SOURCE OF FUNDS: 
Reduetionvof, work deposits-.q 2 a. aes Beye ee en ee: $ 58,565 $ — 
dsstic, Of rcapitarestock a, 45... ee ee. eee ee ee nn ee te 19,460 70,938 
TOPCLeSh Hill COMME anes seen Lat i, RNS eM I th Pon, Roa 33,941 Ons le, 


111,966 935255 
Less shares issued for other than cash consideration ................. — 31,250 


111,966 62,005 


APPLICATION OF FUNDS: 


Explocanonvexpendiures pe. ee ee oe wee ae eee 134,231 189,609 
Administrative expemditures...,.. 2 es ane ess oe) ee 37,423 48,550 
171,654 236,159 
Less expenditures paid by Consumers’ Gas Company (Note 4) ...... 159,870 109,280 
11,784 128,879 
Depesitvon application 10f permilisas see ee me ee Oe eer er ee 42,833 — 
VV ORKe,ODOSIES wei dO here in, Bote eye igi rset Men dn pane ae — 39,340 
Acquisition of interests in petroleum and natural gas exploratory permits 2,928 + 
Commission re Consumers’ Gas agreement paid in cash ............ — 15,000 
DiOCis exChanverlistng eXPenSesy. -. aus. ae ace he es ed Oe 1255 7,554 


59,103 190,773 


Increase: (decrease) hn working capital. 7 + e227. aces oe ne eee 52,863 (128,768) 
Working capital at. beginming Ok yea. oo) oe ms 1s. on cty y y eee 498,221 626,989 
Workinceecamitalbatrvemd (Ole veaty ga <r cto) cen ear ayes ce Seance $551,084 $ 498,221 


SCHEDULE OF ADMINISTRATIVE EXPENDITURES 


Year Ended 

December 31, 

1972 1971 
Office tentvand: administrative Services: <4. « 20. aves oe a Redd ee eee te SF. 800.) 2b. 7,950 
ivManiager Susdlaty WC AlLOACy ie ls. Gy aire = a race HEP ok ee tae tin dN eae Gera ee 10,800 9,300 
TDIRCCCOLS CCR Pies He Rede cA et eR NS 2 OEMs Shi eee eee tes: 1,000 1,800 
MES all cri PAU tex teers cits cnn uP ete cs Aaa RAs cede le cece ac nar RNS ea cE, PANG 125533 
PATA EEN CC UI ORC SDCUSES So ear iat arts Sar, hey ner we rea cs a ty oer 2,653 5,146 
Public relations and shareholders’ imformation ©. 2%..7.5 3. nee geese ses oe 4,225 2.037 
iitanstersacgent s:iees vane expenses. a7) n ata ei toe aid Sect) eheael es Cw wo ae re a 1,380 1,541 
GELS DIOTIG sate ch Meter rs LENE ae eer Nr, Coes ue nee GR Tos ean oc 965 S7g 
ea Viel dew mee carl Ae a oA Oy Rew Bea 1 Mean An ee ae Nh ak, HEI Tha ba She tags 3,459 4,980 
KGOVERHMACTIE MCCS HGCA KES: einem Menta 31s oe Fa eerie neh acne Io Scleseraie ae 299 87 
IMiscellancouseee omit Ae en he ee re ee eee ee eee ones 2331 2,599 


$ 37,423 $48,550 


nN 


SOGEPET LIMITED 


NOTES TO FINANCIAL STATEMENTS 
December 31, 1972 


WORK DEPOSITS AND CONTINGENT LIABILITY: 


Bank deposit receipts in the amount of $65,500 have been pledged as security to the bank which has 
guaranteed $62,125 of the Company’s promissory notes deposited with government departments in lieu 
of cash work deposits. These notes will be returned to the Company in amounts equal to the allowable 
expenditures made within various stipulated time limits. 

The work deposits of $70,588 shown on the balance sheet include the above mentioned $65,500 deposit 
receipts as well as $5,088 deposited in cash. 


In addition to the above, Aquitaine Company of Canada Ltd., a participant in two of the joint ventures 
mentioned in Note 3, has satisfied certain work deposit requirements in the amount of $2,162,148 by 
depositing its own promissory notes with the government agencies involved. These notes will be returned 
to Aquitaine in amounts equal to the allowable expenditures made within various stipulated time limits. 


Should Aquitaine have to make any payment on these notes due to insufficient work, Sogepet would be 
required to contribute its share up to a maximum of $142,702. 


The Company is a % participant in an application for 34 permits (1,976,922 acres) in the Hudson Bay 
area. This application has been accepted but will not be granted until the Company’s acceptance of new 
federal regulations under formulation. The $42,833 shown on the balance sheet represents 1% of the 
required payments in the form of a deposit receipt of $40,000 which is pledged as a work deposit and 
permit application fees of $2,833. 


PETROLEUM AND NATURAL GAS EXPLORATORY PERMITS: 


The Company is a participant in petroleum and natural gas exploration ventures in the Hudson and James 
Bay region covering a total of 23,485,331 gross acres as follows: 


Gross Sogepet 
Exploration group affiliation: Acreage Net Acreage 
Aquitgine-Sogepet: croup. 27.2 ee ee tee ee eee 4,927,014 1,555,603 
Aquitame=Arco « group 228s eo ee ee es ee ee 15,072,288 994,771 
Petcal group: (formerly fexas Gult Group) 202 ee eee 3,486,029 728,452 


23,485,331 3,278,826 
* 3,251,099 acres are subject to a government work moratorium. 


The Company’s interest in the Aquitaine-Sogepet and the Aquitaine-Arco acreage is subject to a gross 
overriding royalty varying from .2% to 1.0% of all petroleum substances produced from such acreage. 
The Company’s policy is to make no write-off of acquisition costs and related deferred expenditures when 
only part of an area of interest is abandoned. The Company considers the Hudson and James Bay regions 
as an area of interest and accordingly no write-offs have been made for permits that have been abandoned. 


AGREEMENT WITH THE CONSUMERS’ GAS COMPANY: 


(a) Under an agreement dated July 20, 1971, The Consumers’ Gas Company has agreed to spend 
$2,000,000 over the next three years on gas and oil exploration on licenses in the Hudson and James 
Bay areas, in which the Company holds an interest. There is provision in the agreement for extending 
the time in which to spend the aforementioned amount under certain conditions. 


Consumers’ is to receive, for the expenditures incurred, fully paid shares of Sogepet’s capital stock 
from time to time on the following basis: 


700,000 shares, at; $1:25" per sshare oer ee $ 875,000 
500,000 ‘shares ‘at. $175 per share =< 29,1 eee ee ee 875,000 
125,000,-shares*at $200) per share: 7.4 seen 250,000 
£:32:5000: ‘Shares 2 s.r Weiinences eee ye ee ee ee $2,000,000 


Consumers’ may at any time purchase any of the above shares that remain unissued from time to 
time for cash at the prices indicated. 

During the 60-day period after the expenditures have aggregated $1,750,000, Consumers’ has the 
option to subscribe for additional shares at a price equal to 75% of the average bid price per share 
during the 90-day period preceding the exercise of the option, so that it will own 51.75% of the 
then issued capital of Sogepet. 

To December 31, 1972 Consumers’ has expended $269,150 under this agreement. To date Consumers’ 
has not acquired any of the above mentioned shares. 


(b) During the term of the agreement with Consumers’, Sogepet may not issue shares or grant options 
for the purchase of shares without the consent of Consumers’ except that it may grant its officers, 
employees and directors options to purchase up to an aggregate of 130,000 shares, provided that it 
grants to Consumers’ the right to purchase an equal number of shares on the same basis. To 
December 31, 1972 the Company granted options on 45,000 shares of which 9,500 shares were 
issued. Consumers’ purchased an equal number of shares. 


CAPITAL: 


The following is an analysis of the Company’s issued capital stock as at December 31, 1972: 
Common shares Amount 
ROR BCASt ere ae ot Ak ye yee eee 8 fe te an 1,247,303 $1,466,063 


IB OLR SELVICES garry Pee ee Seana eee a en es et ee ed 94,000 Talesws) 
nett Sea tes een hc 150,000 7,500 


1,491,303 $1,544,938 


During the year ended December 31, 1972 the Company issued 19,000 shares of its capital stock for 
$19,460 cash as follows: 


Exercising of stock options (Note 6): 


Shares = Amount 
ORG al sary eimManagen yr. coke ets Benne ne Lo aA ee eae 7,000 $ 7,190 
HOw DRCSIGET tie ett trates WEA. hen ee aii Oe SA tive Melo. ONE At oe ee Oe 2,500 2,540 
9,500 9,730 
Wo Consumers’ Gas (Note 4(b))) 0.0.4. wos ea sees se ee wee 9,500 9,730 


19,000 $ 19,460 


ses ba to December 31, 1972, 11,000 shares of the Company’s capital stock were issued for $15,664 
as follows: 


Exercising of stock options: 


MonCalsaryeinanagery,...- 2. 45. kee ae eee ee eee Oe Lee 3,000 $ 4,272 
SE OR PILESIGETIER ans tay roe es Te As EAP Le en eer eee oda Se 2,500 3,560 

5,500 W832 
Hkoy@onsumerss: Gasi 2 or san oe ene oe eee 5,500 7,832 


11,000 $ 15,664 


STOCK OPTIONS: 


(a) By an agreement dated July 1, 1971 the Company granted to Mr. Johnson (Calgary manager) an 
employee’s incentive stock option to purchase a total of 30,000 shares of the Company’s capital stock 
at prices 20% less than the average bid price of the shares over the 90 days preceding the exercise 
of an option. The options are exercisable in varying lots at dates ranging between December 31, 
1971 and January 30, 1975. 


(b) By an agreement dated March 16, 1972 the Company granted a stock option to its president Dr. F. 
Joubin to purchase a total of 15,000 shares of the Company’s capital stock at prices 20% less than 
the average bid price of the shares over the 90 days preceding the exercise of an option. The options 
are exercisable in varying lots at dates ranging between June 1, 1972 and January 30, 1975. 


The following is an analysis of the outstanding stock options as at December 31, 1972: 


Consumers’ Gas 
Manager President (Note 4(b) ) 


Options outstanding, December 31, 1971 37. ees ons 30,000 — 30,000 
Options sranted during the year oo. v2. 2221 eerct ee wee — 15,000 15,000 

30,000 15,000 45,000 
(PLIGHSeCKCLCISEU hac Mes wah ays tyson ere eee as cee: 7,000 2,500 9,500 
Options outstanding, December 31,1972) 20.5.5. 2.5.52: 23,000 12,500 35,500 


MANAGEMENT CONTRACTS: 

R. D. Johnson, Petroleum Geologist, entered into a contract to act as the Company’s Calgary office 
manager for the period July 1, 1971 to December 31, 1974, at a monthly salary of $800 for 1971 and 
increasing by $100 per month in each year thereafter. 


The Company also entered into a contract under which R. D. Johnson & Associates Ltd. agreed to act as 
the Company’s professional and technical advisor and to provide at its own expense the office facilities 
including staff for the Company’s Calgary office. In consideration, the Company has agreed to pay, for 
the period July 1, 1971 to December 31, 1974, $1,750 per month for 1971, to be increased by $100 per 
month in each year thereafter. 


February 28, 1973 


ACREAGE HOLDINGS 
Group Sogepet 
GEO UP Gross Acres Equity Net Acres 


6.6% 994,771 


22.3% 372,462 


Aquitaine Co. of Canada Ltd. — Operator — Aquitaine/Arco Group 
Atlantic Richfield Canada Ltd. 


Elf Oil Exploration & Production 
Canada Ltd. 


Petrofina Canada Ltd. 


Off-Shore 15,072,288 


Sogepet Limited 


Aquitaine/Sogepet Group 
Off-Shore POTO231 


Aquitaine Co. of Canada Ltd. — Operator — 


Sogepet Limited 


Elf Oi Exploration & Production Hudson Bay 
Canada Ltd. Lowlands 1,295,933 22.3% 288,993 
Teck Corporation Limited Man. 309,373 
Net (68,990) 
Western Decalta Petroleum Ltd. Ont. 986,560 


Net (220,003) 
James Bay Lowlands 


(2 blocks) 1,960,850 
4,927,014 


Bracell Petroleums Limited 
Texas Gulf Sulphur Inc. 


45.6% 894,148 
1,555,603 


Canadian Homestead Oils Ltd. (Petcal) — 
Operator — 


Petcal/Sogepet Group 
Off-Shore 2,936,270" 


Sogepet Limited 20.0% 587,716 


234,930 33.3% 78,232 

3,173,508 665,948 

Texas Gulf Sulphur Inc. North. Islands 312,521* 20.0% 62,504 
Teck Corporation Limited 3,486,029 728,452 


* work moratorium 


TOTAL ACREAGE 23,485,331 3,278,826 
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